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Initiatives 
See pages 2 - 4 


Current Trends 


Effective interest rates rose on FHA-insured and VA-guaranteed home loans 


during June and July. ..a HUD survey indicates. Single-family home loans closed during the 
period ranged between 8.84 and 8.86 percent. ..up 18 points from the 8.68 percent average 
in May. The average in April was 8.62 percent. 


The Federal Reserve Board...in a move it said was “to reduce the incentive for 
member banks to borrow from the Federal Reserve’’...raised the discount rate for bank 
borrowings from 5% to 5% percent...as of August 29. The change in the discount rate 
was the first since the reduction of % point in November 1976. . . and the first increase since 
April 1974. According to money analysts... the action was normal in the light of the Fed's 
efforts to tighten the money supply... and had been expected for some time. In announcing 
the increase...the Fed said “it was a technical move, designed to bring the discount tate 
into better alignment with short-term interest rates.” 


* 
Hispanic Week To Be Observed 


HUD will hold a week-long commemoration of National Hispanic Heritage Week 

September 12-16. Secretary Harris will open the observance at a Monday morning ceremony 

.at which she will announce the Department’s Affirmative Action Employment Program 
for fiscal year 1978. 


The Hispanic Program... which will emphasize the Hispanic contributions to America 
. is designed to increase the number of Hispanics in decisionmaking positions in HUD. 


The event... which will be observed in HUD’s Headquarters, Regional, and Field 
Offices, reflects Secretary Harris’ pledge “for HUD to become synonymous with racial justice 
and to expand housing opportunities for all Americans.” 


At the kick-off session Monday the Secretary will be joined by Arizona’s bilingual 
Governor Raul Castro, recently nominated as Ambassador to Argentina, who will be the 
keynote speaker at the Monday morning ceremonies. His theme: “Toward a Fair Share: The 
Political Status of Hispanics in the U.S.” 


William A. Medina...HUD Assistant Secretary for Administration, will serve as 
master of ceremonies and will introduce Secretary Harris, Governor Castro, and special 
guests. 


Invited guests include Congressional representatives with significant Hispanic elector- 
ates, Ambassadors to Latin America, the 40 Hispanic Presidential appointees, and prominent 
leaders from Latino communities throughout the United States. 


The week’s activities in Washington will include: a job fair which will provide 
information about employment opportunities at HUD; seminars on major issues affecting 
Latinos; art exhibits; and film presentations. 





Rising Costs Bring HUD Actions 


At a news conference on August 26...HUD Secretary Harris reported on the 


dramatic and unprecedented rise in both material prices and housing costs. . . and announced 
that HUD was taking action to determine why this was happening. In making this 
announcement. .. she said: “‘As the result of a survey by HUD’s 75 Area and Insuring Offices 
across the country, we have ascertained the existence of an inexplicable but dramatic rise in 
lumber prices since July 1, 1977. From July 1, 1977 to August 22, 1977, the increase in 
lumber prices ranged between 12 percent and 28 percent, depending on the region. From 
August | to August 22, the increase has been from 8 percent to 16 percent. 


“Because of the suddenness of this increase, I have asked the Council on Wage and 
Price Stability to determine the cause and implications of the rise in lumber prices and that 
study by the Council will begin immediately. Lumber is clearly not the only component of 
housing construction that has increased in cost. 


“Our Field survey also indicated that the insulation prices have risen in a range 
between 5 and 15 percent. Although the increases are less sudden and dramatic than those of 
lumber, there is a growing problem of short supply of material. I will be meeting with 
suppliers and applicators of home insulation products as soon as possible to obtain a more 
detailed understanding of the problem to determine the appropriate response to the 
insulation shortage. Our concern is that increased prices in lumber and shortage of insulation 
may lead to time-consuming delays in housing construction. The principal consequence of 
delays in housing construction is increased cost which is passed on to the consumer.” 


The Secretary said she is creating a 40-member 7ask Force on Housing Costs to study 
the problem and to develop, evaluate, and recommend ways to reduce costs. She announced 
the appointment of 35 members of the Task Force: five otiier members will be announced 
later. The Task Force members represent all facets of the housing industry, organized labor, 
builders, consumer groups, members of the academic community, and elected officials. 


The members were selected for their knowledge of specific components of housing 
costs and for their ability to present diverse points of view, the Secretary said. There is also 
wide geographic representation. 

William J. White...General Manager of HUD’s New Community Development 
Corporation. .. is chairman. Mr. White headed a steering committee to develop guidelines and 
working papers for the Task Force. The first meeting of the group will be at the HUD Building 
in Washington October 5 and 6. 


“There have been price increases in every component of the complex housing 
production process,” Secretary Harris said. “We have a national problem of housing that is 
too expensive for the average family. There has been an 8 to 16 percent jump in lumber 
costs alone in the past 3 weeks. The median sales price for new homes is up 89 percent since 
1970. But median income is up only 47 percent. This illustrates the problem. 


“Lacking a nationa! focus on ways to stem or reduce the costs of housing. .. the 
price to the consumer has increased more rapidly in recent years than has median household 
income,” Secretary Harris said. “Drawing on the experience and expertise of this advisory 
group... this Department intends to provide leadership to identify those costs than can be 
reduced or stabilized.” 


As a result of the threat to homeownership opportunities posed by rapidly escalating 
costs of housing, HUD began a study of housing costs in April. On August 29... the Interim 
Report of the HUD Internal Task Force on Housing Costs was released. 


; The Jnterim Report prepared by the HUD working group lists some 80 cost-reducing 
ideas...each of which was evaluated in terms of cost impact, feasibility, actions necessary 
for implementation, and need for further study. 


Component subjects were: local land use; State and local building codes; HUD/FHA 
processing; HUD environmental review; financing costs and the secondary finances markets; 
large-scale land acquisition and development, and settlement costs. 


(Continued) 





Rising Costs - Continued 


“While many aspects of the problem have been studied by this informal Task Force,’ 
Secretary Harris said, ““We now need a broader range of opinions and experience than is 
available within HUD. The new Task Force is an expansion of the informal HUD working 
group to that need.” 


’ 


According to Mrs. Harris, “The Interim Report on Housing Costs is a candid 
document which addresses the question of HUD’s own responsibility with regard to the 
impact of Government regulations on the cost of housing. We intend to put our own house 
in order on this issue.” 


Copies of the /nterim Report may be obtained from the HUD Publications Service 
Center, Room B-258, 451 7th St., S.W., Washington, D.C. 20410. 


“In addition,” Mrs. Harris said, “HUD has initiated two research projects to respond 
to issues raised by the Real Estate Settlement Procedures Act (RESPA). The first study will 
examine and evaluate less expensive and more efficient ways of recording land title and, it is 
hoped, will also result in recommendations to Congress for a model statute for adoption by 
the States, and modification of Federal cost practices now in use by RESPA, and will assess 
the need for Federal action to reduce settlement costs. Both projects will be accelerated to 
find ways of reducing title search and recordation charges, title insurance charges, brokerage 
commissions, attorney’s fees, and other settlement costs. 


“In the final analysis, our overall objective is to develop long-term solutions to the 
immediate problem of escalating housing costs. It is our goal to make the standard home 
once again affordable to the average American family. The Task Force which I am appointing 
today will do the major groundwork for these long-term objectives. They will have the full 
support and cooperation of the Department and the Administration in the important work 
ahead.” 


Actions identified for consideration by the new Task Force involve procedural and 
administrative changes and some that may require new Federal legislation for effective 
implementation. 


The newly-established Task Force will review and evaluate the /nterim Report, but 
will not be limited by the scope of the earlier report. 


Federal participants are: Geno C. Baroni, HUD Assistant Secretary for Neighbor- 
hoods, Voluntary Associations, and Consumer Protection; Joseph Burstein, a counselor to the 
Secretary, HUD; Grace Milgram, economist, Congressional Research Service; Deborah Norrelli, 
economist, Joint Economic Committee of the Congress; Donna E. Shalala, HUD Assistant 
Secretary for Policy Development and Research; Lawrence B. Simons, HUD Assistant 
Secretary for Housing-Federal Housing Commissioner; and Barry P. Bosworth, director, 
Council on Wage and Price Stability. 


Members from outside the Federal Government are: Robert C. Bates, executive vice 
president, Chicago Title insurance Co., Chicago; Howard M. Benedict, Realtor, Benedict 
Companies, Hamden, Conn.; Mary Brooks, urban planner, Suburban Action Institute, New 
York; John Crosland, home builder, Chairman, Housing Cost Committee of the National 
Association of Home Builders, The John Crosland Co., Charlotte, N.C. 


Also, Charles Dixon, broker and developer, Kansas City, Mo.; Cushing N. Dolbeare, 
consultant on Housing Policy and Programs, Chairperson, Ad Hoc Coalition on Low-Income 
Housing, Washington, D.C.; A. Carleton Bukess, president, National Rehabilitation Associa- 
tion, New York; David G. Fox, home builder, Fox and Jacobs, Dallas; Robert A. Georgine, 
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Rising Costs - Continued 


president, Building and Construction Trades Department, AFL-CIO, Washington, D.C.; 
Constance Gibson, New Jersey Mortgage Finance Agency, Newark; Bertrand Goldberg, 
Bertrand Goldberg & Associates (Architects), Chicago; Daniel B. Grady, president, Sanfric, 
Inc. (housing consultant), San Diego. 


Also, Mary Grigsby, president and chief executive officer, Houston First Savings and 
Loan, Houston; Theodore B. Hagans, Jr., president, Fort Lincoln New Town, Washington, 
D.C.; Robert Healy, senior associate, Conservation Foundation, Washington, D.C.; Patsy 
Hennin, Shelter Institute (rural housing), Bath, Maine; Ralph Johnson, president, NAHB 
Research Foundation, Rockville, Md.; James M. Kinney, president, Guild Mortgage Co., San 
Diego; L. Edward Lashman, Jr., chairman; Massachusetts Housing Finance Agency, and 
Director of External Projects, Harvard University, Cambridge; David Miller, vice chairman, 
National Institute of Building Sciences, Cleveland. 


Also, Mary Neuhauser, Mayor, Jowa City, Iowa; Donald Parker, vice president, La 
Clede Town (developers and managers of housing for low- and moderate-income families), St. 
Louis; Gerald Prange, vice president, National Forest Products Association, Washington, D.C.; 
Donald E. Priest, Research Director, Urban Land Institute, Washington, D.C.; James S. 
Robinson, attorney, Houston; Philip Sherburne, director, Office of Policy Planning, City of 
Seattle, Seattle; Glenda Sloane, Center for National Policy Review, Catholic University of 
America, Washington, D.C. 


Also, Arthur P. Solomon, director, Joint Center for Urban Studies of MIT and 
Harvard, Cambridge; Thomas I. Stanton, director, Housing Research Group, Center for Study 
of Responsive Law, Wasliington, D.C.; Donald Stull, Stull Associates (architects), Boston; 
Franklin Thomas, executive director, Bedford-Stuyvesant Community Development Corpora- 
tion, New York; Joyce Whitley, vice president, Whitley and Whitley (architects and planners), 
Cleveland; Dale Whitman, professor of law, Brigham Young University, Salt Lake City; 
and Nadine Winter, City Council Member, Washington, D.C. 
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